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When President-elect Rodrigo Borja takes office in August, economic analysts and bankers expect
changes in Ecuador's foreign debt payment policy. Borja, a social democrat, was the winner in
a May 8 run-off election. Since then, he has declared that Ecuador cannot service its $9.2 billion
foreign debt under terms contained in a tentative agreement with creditors finalized last October.
As of mid-May, the Ecuadoran government had not yet signed off on the October agreement. Some
bankers and analysts believe the agreement will be signed prior to Borja's inauguration on Aug.
10 to prevent him from dispensing with the economic austerity policies implemented by President
Leon Febres Cordero. Under the October pact, $4.728 billion in "old debt" would be restructured
for payment over a 19-year period. Terms include a seven-year grace period on principal payments,
and an interest rate set at 0.9375% above the LIBOR (London inter-bank lending rate). The package
also includes a $350 million loan. The new monies are to be repaid in 10 years, with a two-year
grace period on principal, at an interest rate of one percentage point above the LIBOR. In a press
conference with foreign journalists, Borja said that under the terms of the October agreement,
Ecudador would be obligated to use 73% of its export revenues to service the debt. Consequently,
the terms are simply too onerous. The president-elect said that Ecuador's priorities are economic
growth and the social welfare of its disen- franchised citizens. He added, "We have to find a way
of paying [the foreign debt] that permits us to develop." In 1988, said Borja, the foreign debt will
increase to $11.8 billion, due to Ecuador's failure to make certain scheduled payments. Ecuadoran
inflation is currently estimated at about 60% per year, and the federal government fiscal deficit at
12% of gross domestic product. (Basic data from Reuter, 05/14/88).
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